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W eV Calmidered your deplicatilon Lor rzasgnivion of edenpiivan fiun

federal ancoue taw under sactlon 91(e)(3}) of Lhe vodu.

St Lbotadblan otondbted latlcatos thak you vera establisled on

y 88 a so.~prouiit corporation pursuant co tace lads of

eie gcace oi [ :0: ;0ur ot your organization 25 tu provide
qualivy acalth care widdle containiay coacs.

Yol Lrlayclpal activiny i a3 o conduil orjaalzation Laal tints your
provader wuawerd wivd sunscriboréd tuarough theli waployars. todr orgaanleas
tron {2 a wendersarp «oatization conpussu ol
purticipacing neavers of its neaical staffes in addition, certain nearny
toerdltals and wemonrs ol tadir uadical staffs taat provide ssrvicaes thak
are not curteutly wallable ac _will ba ulfered
tie oppo. «ndty to nroviue tnese setvviceed on 4 conbractural Lusis oa pact
of your vcianisacions 4 one time ueaversnip fee of JJ is required of
eacn provider sweabers,

sour wr,atdzdtiou Qiiri Lato coutracts oniy with soli=casared
wlounees (e contracts cnlill for the capluzer to aaks avallable bto {tas
euployees faforvation resarding toe venaflts of using 4 provider woo is g
rmenser of your ovwifecallone A3 &, dnduceoemr to utillze theue providers
Lhe Aaploydy ugrels Lo e ings Lig 4a0uints dide as 2 2educclnla or as
co=insurance. scdr orzenluacdon agrees to help contala Loe wuplojer's
costs chtousua utiitsation Lanageseuc moasuras, lueludin, pre=dd.iscions,
retrugpective revioy of all sanrgeucy. admﬂsiom, aud concurrent raview
of cue leizth of stday for eacn patleats’

Saction SUl(e)(y) of the Code provides for the exeaption of
organizatlons chaw are wrjaulzed uwad sperated exelusively ior coaritaosle
pUCpusEs, 1o part ot tue aset earniuygs of which inures to the benafit ot
any privatce sadrsuaolaer oo iadividuala
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Section 1.501(e)(3)Ka)(l) of the Tncome Tax Pegulations provides
that in order to be exempt as an orranization described in section
S01(c)(3), an organization must be hoth srganized and operated exclu=
sively for one or more purposes specified in that section. If an
ovganization falla to meet either the organizational or the operational
test, it is not exenpt.

Seetion 1.,501(e)(3)-1(ec)(1l) of the Income Tax Repulations provides
that an organization will be regarded as "operated exclusively" for one
or more exempt purposes only If it engages primarily in activities uwhich
accomplish one or rore of such exempt purpogses specified {n section
5C1(e)(3) of the Gode. An organization will not be so regarded if more
than an insubstantial part of {ts activities is not in furtherance of an
exenpt purpose.

The presence of A single noncharicable, noneducational, or nonscientific
purpose or activity, 1f substantial in nature, will preclude exemption
regardless of the nunber or importance of truly charitable, educational,
or scientific purroses or activitieas. See Berter Business Rureau v.

U.S., 326 UuSae 279 (1945),

It is an established princinle under the law of charitable trusts
that the promotion of health constitutes a charitable trust and therefore
is considered a charitable purpnse within the meaning of section 501(c)(3).
See Eagtern Fentucky Welfare Rights Organization v. Simon, 506 F. 2d 1278
{D.C. CGir. 1974), vacated on other grounds, 426 U.S8. 26, 46 (1975).
However, the "promotion of health" rule under the law of charitable trusts
has two limitations. The first limitstion {s that there nmust not be a
linited class of beneficlaries. In other words, the class must be suffi-
ciently large so that the community as a whole henefits. Restatement
(Second) of Trusts § 368, Ceomment b (1952); IV A. Scott, Scott on Trusts
§ 372.2 (3d ed. 1967) [hereinafter cited as Scott on Trusts]|. Second, an
entity which promotes health will not be considered charitable if 1t is
conducted for the financial beneiit of the owner. Scott on Trusts §
372.1. These limitations are the same as the provisions of section
1.501(c)(3)~1(d)(1)(11). That section provides that an exempt organization
must serve a publiec rather than a private interest. The organization
nust demonstrate that it is not organized or operated to benefit private
interests such as "designated {ndividuals, the creator or his family,
shareholders of the organlzation, or persons centrolled, directly or
in{rectly, by such private interests."”

Based on the information submitted, we have concluded that you do
not qualify for exemption under section 501(c)(3) of the Code. Your R
activities of connecting vour provider members with patients through 62}} L
contracts with employers are not activities which accomplish one or more .‘4kﬁk .
of the exempt purposes specified in section 501(e)(3). There 18 no 523, “ﬁﬁf;
evidence that your activities promote the general health of the community. ‘
Youtr activities further the common business interest of your menher
providers. There is nothing inherently charitable or educational in the
performance of administrative functions for physicians whose medical care
delivery 1s not dependent on such services. These activities are not of
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a chariranle, cducativnas, or scleatifilc nature aud, siancs thay ars
substantial, cicuptlon is precludad undar section 500{cy(3). <dae sotter
wusinuess darraie

Accordin iy, you do 10t quadlry for racognitiva of exeiption under
scetlon 501(e)(d of the uwode. JSontrisutlons to you are not asductivle
uadey gcction 176 of the codes You are ragulrad te file fedoral tax
returuse

You nave Ciw right Lo protest tids rallng if you - lieve that it s
incortect. Yo protest, vou should sudult a statesent w. your views, wlth
4 iull explaiwiion of your ruasoulny. This ziateaent, alyned sy ose of
yaur principal officers, nust he subpaltted Lo Juplicato, wltidn 30 daya,
of cne date of this lellere. Tou alau heve o rijue tu a eoalorvact In
tuls olrice alter your stateooat iz subnpicteds 1L you «ant a confereace,
Y0U GMEL Telucel Lo wavh you ille your protage stateueute I you are to
ne TepTraseuled o s00eo0e wio 1i 1ot oaw wi your ofticery, tuaat persoa
mise flle a4 propec power of drtorpgy oad otherwise qualify wider wur
Lonference aml dracticu kequlrowgnts.

i owa uo not pasl roa you wituin 39 days,- thinerﬂling wili vecows-
tinal wnu coples @ikl .. rotvarded to your key Ulsteler directos, AcAanLa,
o, lae  Anoreziter, iy jHaalions acout your faderal incone tas Blatdy
or tne filluy oi tud returup should be addressed to chat ofilces Also,
tne appropriate stave ofiicelals will ue notified of chis action in acaard~ .
ance with section Hlua(ce) of thn Coda. S

1f you «du et protest tals proposed raling in a nlaely uanasy, Lt
Wwill be cousddared oy tue {nteraal seveuse Service as a faiidre to eabawste

availavie adaininstrative roemcdios. Seetlon 7Ta44u(b){4) of tuw Code provides, -

in part, tuat g daclaratory Jadgment or decvee uuder this section shall
net be issucd ia nay procedudia; aaless tne Tax Codrg, tae olalup dours,
or the viastrict Courc of Lhz united ststus for the LDigtriet ol Goluanbi.
deternlings tnat tha orpacicativa lavelved fns exiausted admbladstrative
ra.apdies avallable to it within the Internal Hevenue bervics,

jincevely jyours,
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